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OATH OR AFFIRMATION

I, DAVID W. SARGENT , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

GCP SECURITIES, INC. , as
of DECEMBER 31 , 2009 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

SHERIDAN SLOCUMB
MY COMMISSION EXPIRES
December 27, 2011
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Title

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report. (Submitted separately.)

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the {iscal period
beginning April 1, 2009
and ending_12/31 2009

Eliminate cents

item No. 675,000

2a. Total revenue {FOCUS Line 12/Pari 1A Line 8, Code 4030) ¥

2h. Additions: A
11) Total revenuas from the securilies business of subsidiaries {excepl loreign subsidiaries) and

predecessors nol included above.

{2) Nel loss from principal Iransaclions in secutities in irading accounts.

(3) Nel toss from principal transactions in commodities in trading accounts.

14) Interest and dividend expense deducled in determiaing iem 2a.

{5) Nel loss from management of or parlicipalion in the underwriting or distribulion ol sacuriies.

{6} Expenses olher than advertising, printing, regisiralion lees and legal Jees deducted in determining nel
prolit lram management of or paslicipalics in ynderwriling or disiribution ol securities.

(7} Net loss fram securities in investment accounts.

Total additions 675,000

2¢, Deductions:

(1) Revenues [rom the dislibulion of sharss of a registered open end investment company or unil
investmenl trust, from the sale of variable anauities, from the business of insurance. Irom investment
advisory services rendered 1o registered invesiment compenies or insurance company separale
accounts, and rom lransactions in securily futures producls. .

{2} Revenues from commodity Iransaclions.

{3) Commissions, floos brokerage and clearance paid to other SIPC membars in coonection with
securities lransaclions.

{4) Relmbursements for poslage in connection with proxy solicitation.

{5} Net gain from securities in investnient accoumts.

{6} 100% of commissions and markups earned from transactions in (i) cestiticates of deposit and
(ii} Treasucy bills, bankess acceptances or commercial papar thal malure ning months or less
from issuance dale.

{7) Direct expenses of prinling advestising and legal fees incurred in connection with olher revenue
related {o the securilies business (revenue defined by Section 16(9){L) of the Act).

{8) Other revenue not related either dicectly or indirectly lo the securities business.
{See Instruction C):

{9} (i) Total inlerest and dividend expense (FOCUS Line 22iPART 1A Line 13,
Cade 4075 plus tine 2b(4) above) bui aol in excess
of tolal interest and dividend income. $

(i) 40% of interes| carned on cuslomers secutities accounts
(40% of FOCUS line 5, Code 3960}. $

Eater the greater ol line (i} or {ii) 0

Totat deduclions ’ 0
675,000

2d. SIPG Net Operaling Revenues $

2¢. Genoral Assessment @ .0025 s 1,687.50
~ (to page 1 but not fess lhan
2 $150 minimum)
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Calvetti, Ferguson & Wagner, PC.

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
GCP Securities, Inc.:

We have audited the accompanying statements of financial condition of GCP Securities, Inc. (the
“Company”), as of December 31, 2009 and 2008, and the related statements of income, changes in
stockholders’ equity, changes in liabilities subordinated to claims of general creditors, and cash flows for
the years then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934.
These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of GCP Securities, Inc. as of December 31, 2009 and 2008, and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Schedules I and I is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been subjected
to the auditing procedures applied in the audits of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

&-Q'ci'ef , )C:L'-smk, 5/4\&-3&% ,‘P‘ C.

February 23, 2010
Houston, Texas

13105 Northwest Freeway, Suite 1250 | Houston, TX 77040 | Main: 713.957.2300 I Fax: 713.895.9393 | Web: www.cfw-cpa.com



GCP SECURITIES, INC.

STATEMENTS OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2009 AND 2008

ASSETS

Cash
Accounts receivable - affiliate

TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities
Stockholders’ Equity:
Common stock, 10,000 shares authorized with $1 par value,
8,000 shares issued and outstanding
Retained earnings

Total stockholders’ equity

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

The accompanying notes are an integral part of these financial statements.

2

2009 2008
18,462 56,785
38,500 -
56,962 56,785

8,000 8,000
48,962 48,785
56,962 56,785
56,962 56,785




GCP SECURITIES, INC.

STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

2009 2008

REVENUES:
Financial advisory fees $ 690,000 $ 3,768,115
Other income - 10,500
Total revenues 690,000 3,778,615

EXPENSES:
Management fees and operating expense reimbursements 643,000 3,709,225
Regulatory fees and expenses 31,450 53,079
Other 15,373 15,079
Total expenses 689,823 3,777,383
NET INCOME $ 177 $ 1,232

The accompanying notes are an integral part of these financial statements.
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GCP SECURITIES, INC.

STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

Balance, January 1, 2008
Net income

Balance, December 31, 2008
Net income

Balance, December 31, 2009

The accompanying notes are an integral part of these financial statements.

Common Common Retained
Shares Stock Earnings Total
8,000 $ 8,000 $ 47,553 $ 55,553
- - 1,232 1,232
8,000 8,000 48,785 56,785
- - 177 177
8,000 $ 48,962 $ 56,962

4
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GCP SECURITIES, INC.

STATEMENTS OF CHANGES IN LIABILITIES SUBORDINATE
TO CLAIMS OF GENERAL CREDITORS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

Balance, January 1, 2008 $ -
Additions -

Retirements -

Balance, December 31, 2008 -
Additions -

Retirements ’ - -

Balance, December 31, 2009 $ -

The accompanying notes are an integral part of these financial statements.
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GCP SECURITIES, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

2009 2008

Cash flows from operating expenses:
Net income $ 177 $ 1,232
Adjustment to reconcile net income to net cash from operating

activities:

Change in assets and liabilities — receivable from affiliate (38,500) -

Net cash from operating activities (38,323) 1,232

Cash flows from financing activities - -
Cash flows from investing activities - -
Net change in cash (38,323) 1,232
Cash — beginning of year 56,785 55,553
Cash - end of year $ 18,462 S 56,785

The accompanying notes are an integral part of these financial statements.
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GCP SECURITIES, INC.

NOTES TO THE FINANCIAL STATEMENTS

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GCP Securities, Inc. (the “Company”) was formed under the laws of the state of Texas on

October 1, 1992 and commenced operations as a registered broker-dealer in April 1993. The Company
and its affiliated entity, Growth Capital Partners, LP (“Affiliate”) provide advisory services to both
privately held and public middle-market companies primarily based in the Southwest. These services
primarily include merger and acquisition advice, restructuring advice and assistance with private
placements. The Company does not perform custodial functions relating to customer securities.

The Company is a broker-dealer in securities registered with the Securities and Exchange Commission
under Securities and Exchange Commission (“SEC”) Rule 15¢3-3(k)(2)(i). The Company’s aceounting
and reporting policies conform to accounting principles generally accepted in the United States of
America and the prevailing practices within the broker-dealer industry.

Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Fair Value of Financial Instruments — The Company’s financial instruments consist of cash and
accounts receivable from affiliates. The carrying values of cash and accounts receivable from affiliates
approximate their respective fair market values due to their short maturities.

Revenue Recognition — Financial advisory fees are recorded upon the closing of the related transaction.

Income Taxes — The Company files as an “S” corporation for federal and state income tax purposes. The
corporation’s net income is taxed at the shareholder level rather than at the corporate level for federal and
state income tax purposes, thus, no provision for income taxes has been made in the accompanying
financial statements.

In July 2006, the Financial Accounting Standards Board (“FASB”) issued new accounting standards for
the Accounting for Uncertainty in Income Taxes. These standards provide a comprehensive model for the
recognition, measurement, presentation, and disclosure in a company’s financial statements of uncertain
tax positions taken, or expected to be taken, on a tax return. If an income tax position exceeds a more
likely than not (i.e., greater than 50%) probability of success upon tax audit, a company should recognize
an income tax benefit in its financial statements. Additionally, companies are required to accrue interest
and related penalties, if applicable, on all tax exposures consistent with the respective jurisdictional tax
laws. This interpretation was deferred for nonpublic entities beginning after December 15, 2008. The
Company does not have tax positions which require measurement or disclosure under this guidance.

Subsequent Events Evaluation — Management has evaluated subsequent events through February 23,
2010, the date the financial statements were available to be issued.

Recent accounting pronouncements — In July 2006, the Financial Accounting Standards Board
(“FASB”) adopted accounting principles implementing a comprehensive model for the recognition,
measurement, presentation, and disclosure in a company’s financial statements of uncertain tax positions
taken, or expected to be taken, on a tax return. If an income tax position exceeds a more likely than not
(i.e., greater than 50%) probability of success upon tax audit, a company should recognize an income tax
benefit in its financial statements. Additionally, companies are required to accrue interest and related

7



GCP SECURITIES, INC.

NOTES TO THE FINANCIAL STATEMENTS

penalties, if applicable, on all tax exposures consistent with the respective jurisdictional tax laws.
Adoption of these new accounting principles during 2009 had no material affect on the Company’s
financial statements.

In February 2007, accounting guidance regarding the use of a framework for measuring fair value in
generally accepted accounting principles and the related disclosures regarding fair value measurements
was modified. The framework provides guidance on how financial assets and liabilities are to be
measured at fair value. The adoption of this guidance during 2008 did not impact the Company’s financial
statements.

2. NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined under such provisions. Net capital and
the related net capital ratio may fluctuate on a daily basis.

At December 31, 2009, the Company had net capital of approximately $56,962 and net capital
requirements of $5,000. Company’s ratio of aggregate indebtedness to net capital was 0.00 to 1. The SEC
permits a ratio of not greater the 15 to 1.

3. POSSESSION OR CONTROL REQUIREMENTS

The Company holds no customer funds of securities. There were no material inadequacies in the
procedures followed in adhering to the exemptive provisions of SEC Rule 15¢3(k)(2)(i).

4. RELATED PARTY TRANSACTIONS

The Company is provided office space, office facilities and administrative help by the Affiliate. The
Affiliate also pays certain general and administrative expenses on behalf of the Company. Expenses
incurred by Affiliate on behalf of the Company are billed to the Company through a management fee plus
additional discretionary amounts. The management fee is $500 per month plus 95% of that month’s cash
revenues. The Affiliate invoiced the Company an aggregated $643,000 and $3,709,225 for the years
ended December 31, 2009 and 2008, respectively.

5. CONCENTRATION RISK

Cash in depository institutions may exceed federally insured limits at times.

* Kk k k%



GCP SECURITIES, INC.

SCHEDULE I: COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

Computation of Net Capital
Total ownership equity qualified for the net capital
Deductions and/or changes -

Non-allowable assets
Net capital before haircuts on securities positions
Haircuts on securities

Net capital
Aggregate Indebtedness
Items included or not included in statement of financial condition -
Accounts payable and accrued expenses
Total aggregate indebtedness
Computation of Basic Net Capital Requirement
Minimum net capital required (6 2/3% of total aggregate indebtedness)
Minimum dollar net capital requirement of reporting broker or dealer
Minimum net capital requirement (greater of two minimum requirement amounts)
Net capital in excess of minimum required

Excess net capital at 1000%

Ratio: Aggregate Indebtedness to Net Capital

$ 56,962

56,962

$ 56,962

5,000
5,000

51,962

56,962

0.00to 1

There were no material differences in the computation of net capital under rule 15c3-1 from the

Company’s computation.



GCP SECURITIES, INC.

SCHEDULE II: COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

Exemptive Provisions

The Company has claimed an exemption from Rule 15¢3-3 under section (k)(2)(i).

10



Calvetti, Ferguson & Wagner, PC.

INDEPENDENT AUDITORS’ REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17a-5(g)(1)

To the Board of Directors of
GCP Securities, Inc.:

In planning and performing our audit of the financial statements and supplemental information of GCP
Securities, Inc. (the “Company”), for the year ended December 31, 2009 in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's internal
control over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Company's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company. This study included tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making
the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions relating to
customer securities, we did not review the practices and procedures followed by the Company in any of
the following:

1. Making quarterly securities examinations, counts, verifications and comparisons and recordation
of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect

13105 Northwest Freeway, Suite 1250 | Houston, TX 77040 | Main: 713.957.2300 I Fax: 713.895.9393 | Web: www.cfw-cpa.com



misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2009, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, Inc., and other regulatory agencies that rely on rule 17a-
5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and

is not intended to be and should not be used by anyone other than these specified parties.

C@COT‘(‘&"', F.u.;)&a; {@_27,.“ e.

February 23,2010
Houston, Texas
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